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The multi-level Woodfield 
Mall is the site of 
the largest Sears Store 
in a fully-enclosed shopping 
center. The Mall, located 
northwest of Chicago in 
Schaumburg, III., was co¬ 
developed by Homart 
Development Co., our wholly- 
owned real estate subsidiary. 


COVER 

The Wonder of Growing Program 
was developed under Sears 
total marketing concept. 

The story of total marketing 
begins on page four. 


ANNUAL MEETING 


The annual meeting of the 
shareholders of Sears, Roebuck 
and Co. will be held in the 
Regency Ballroom of the 
Fairmont Hotel, Ross and 
Akard Streets, Dallas, Texas, 
on Monday, May 15, 1972, 
at 9:30 A.M., Dallas time. 

The notice of the meeting 
and proxy statement, together 
with the proxy, will be mailed to 
shareholders approximately three 
weeks prior to the meeting. 
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HIGHLIGHTS 



1971 

PER CENT 
1970* CHANGE 

NET SALES. 

$10,006,145,548 

$9,250,831,819 

8.2 

NET INCOME. 

550,865,971 

463,699,025 

18.8 

PER SHARE—EARNINGS. 

3.56 

3.01 

18.3 

DIVIDENDS. 

1.50 

1.35 

11.1 

BOOK VALUE,.. 

26.09 

23.80 

9.6 

WORKING CAPITAL. 

2,059,249,363 

1,985,004,602 

3.7 

CAPITAL EXPENDITURES. 

362,129,608 

268,378,233 

34.9 

LONG-TERM DEBT. 

696,000,000 

630,000,000 

10.5 

SHAREHOLDERS’ EQUITY..,. 

4,060,756,388 

3,675,946,798 

10.5 

RETURN ON AVERAGE 
SHAREHOLDERS’ EQUITY... 

14.2% 

13.1% 



^Restated (see note 1, page 26) 
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President 
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MESSAGE TO SHAREHOLDERS 


in 1971, your Company established 
new highs in net sales, net income 
and dividends paid to shareholders. 

net sales increased 8.2 per cent 
to $10.0 billion, a new high for the 
17th consecutive year. 

net income was $551 million, or 
$3.56 per share, a record for the 
11th year in a row. This represented 
an increase of 18.8 per cent over 
net income of $464 million or $3.01 
per share in 1970. Operating income 
rose 11.7 per cent to $792 million 
from $709 million the prior year. 

dividends paid shareholders 
increased 15 cents in 1971 and were 
within Federal regulations. The 
record $1,50 a share was the 
37th year for uninterrupted 
dividend payments. 

THE ALLSTATE INSURANCE COMPANIES 
contributed 81 cents per share to 
Sears net income, compared with 62 
cents in 1970. A complete report on 
this subsidiary begins on page 34. 

PRICE CONTROLS 

The Company has responded to 
the President's call for the 
cooperation of business in helping 
to cool the fires of inflation. 

In continuing to provide the 
consumer outstanding merchandise 
values at competitive prices, Sears 
is contributing importantly to the 
national effort. Our promotions 
carry the theme "Keep the Lid On!" 
and results to date show a level of 
price increases well within the goals 
of the Price Commission. 

MARKETING 

A special section beginning on page 
four describes Sears total marketing, 
our program to design, develop 
and market products that our 
customers want and need. 

EXPANSION 

An important factor in Sears growth 
has been its expansion of sales 
facilities. In 1971, Sears opened 37 


retail stores, including 17 in new 
markets and 20 which replaced 
older facilities in existing markets. 
This expansion program added 4.3 
million square feet of gross space to 
the retail store system, bringing the 
total to 90 million square feet. 

Our 1972 expansion plans call for 
opening 36 stores, including 19 in 
new markets. This will add 4.4 
million square feet of gross space 
to the retail system. 

The completion of the 2.6 million- 
square-foot Columbus, Ohio, 
distribution center and of major 
enlargements in several catalog 
order plants will add more than 
five million square feet to our 
catalog system in 1972. 

The Far West and Southwest 
territorial headquarters buildings in 
Alhambra, California, and Dallas, 
Texas, were completed in 1971. 
Construction on Sears Tower in 
Chicago continues; the Tower will 
top out in Fall, 1972. 

POINT-OF-SALE EQUIPMENT 
In 1971, Sears started an extensive 
program to equip retail stores with 
computerized electronic cash 
registers, automatic ticket readers, 
marking machines, and associated 
electronic data collection devices. 
This equipment will provide 
accurate and timely sales 
information for inventory control 
systems, and will streamline the 
clerical tasks involved in accounting, 
credit and operating activities. In 
addition, the computing and data 
transmission capabilities of this 
equipment will facilitate the 
development of improved 
management information systems 
for your company. 

NEW DEVELOPMENTS 
Late in 1971, Sears purchased 97 
per cent of Galeries Anspach, a 
Belgian retailing concern that 
operates eight complete department 
stores and currently has one more 






store under construction, in early 
1972, your company acquired the 
assets of National First Corporation, 
a mortgage banking company 
located in California, thus 
strengthening the financial services 
offered by Allstate Enterprises, Inc. 

MANAGEMENT CHANGES 
Thomas F. Filltne, Jr., Vice President- 
Catalog Merchandising, and John 
L. Wheeler, Vice President- 
Governmental Affairs, retired at the 
end of January. John B. Kelly, Jr., 
succeeded Mr. Filline as National 
Merchandising Manager for Catalog 
Order. Philip M. Knox became 
Director of Governmental Affairs. 

Judson B. Branch, Chairman and 
Chief Executive Officer of Allstate 
Insurance Company, retired in April, 
1972, and will leave Sears Board on 
May 15 after 11 years as a director. 
Archie R. Boe, Vice Chairman, 
became Chairman and Chief 
Executive Officer. W. Boyd 
Christensen, President, succeeded 
Mr. Boe as Vice Chairman, and 
Executive Vice President Robert B. 
Sheppard became President. 

Austin T. Cushman will leave the 
Board of Directors on May 15 after 
42 years of service to Sears. 

Mr. Cushman served as Chairman 
of the Board from 1962 to 1967 and 
led the Company to new records of 
sales and profits through a program 
for growth that developed every 
segment of the business. 

Archie R. Boe, Chairman of Allstate 
insurance Company, and Jack F. 
Kincannon, Sears Vice President and 
Comptroller, have been nominated 
to the Board of Directors and will 
stand for election at the Annual 
Meeting in May. 

LOOKING AHEAD 
The economy is in the midst of an 
important upswing following Phase 
One of the Government's Economic 
Stabilization Program. 
Accomplishments to date have 


strengthened the consumers’ 
financial position, job security and 
confidence. 

Increased availability of mortgage 
money at reduced interest rates 
encouraged builders to start a record 
number of housing units in 1971. 
This year the number of completed 
units is expected to be more than 
25 per cent higher than the 1971 
improved level. As families move 
into these new units and vacate 
older units for other families, they 
will require additional home 
furnishings and appliances. 

More than one million Americans 
found jobs in the last half of 1971, 
bringingtotal civilian employment to 
more than 80 million. Two million 
additional persons are expected to 
obtain productive employment 
in 1972, increasing total personal 
income substantially in the process. 
More people working at improved 
rates of pay based upon higher 
productivity per employe will lay a 
firm foundation for further growth 
of the aggregate economy. 

Ail the elements for an 
outstanding year for the consumer 
will exist in 1972. And Sears stands 
ready to serve the wants and needs 
of the increasingly prosperous and 
confident American family with 
outstanding merchandise values. 

SOCIAL RESPONSIBILITY 
As the vast majority of our 
population becomes more affluent, 
a wide range of social problems and 
the complex nature of their 
solutions has become more 
apparent. Society no longer looks 
only to the public sector for 
answers to these problems; today, 
business is involving itself with 
executive time and talent in helping 
to find solutions. 

Your company has long recognized 
its role as a corporate citizen; 
management has known that the 
long-range success of the company, 
its employes and shareholders is 


directly linked to the economic and 
social health of communities 
throughout the nation. 

In accepting our responsibilities, 
we believe we can be most 
effective by analyzing the social 
problems of our decade and 
concentrating in those areas where 
we feel our manpower and 
expertise can best serve the public 
interest. For the present, we see 
these areas as: 

... Equal Opportunity—insuring that 
applicants and employes are 
evaluated on ability and potential; 
and that race, sex, religion or 
educational background is not 
restrictive in the appraisal of their 
worth. 

... Consumer Concern—monitoring the 
products we sei) for health, safety and 
quality; and supplying the public 
with information about products and 
the use of credit that will enable 
them to make better buying decisions. 

... Corporate Support—assisting 
public and private agencies which 
are dealing effectively with 
critical social problems. 

These are the areas where we 
believe we can make the most 
effective contribution for the 
immediate future. But we will 
respond constructively to new 
challenges as they become evident, 
and we will make every effort to 
add significantly to the necessary 
task of improving the quality of life. 



Arthur M. Wood, President 


April 3, 1972 
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Millions of young women between the ages of 13 and 23 
desired a low-cost, compact, portable, easy-to-use sewing 
machine, but none was available. Sears developed and 
marketed the “Dial Easy” to fulfill customer preferences 
and meet our standards of performance and serviceability. 

















We call Sears scientific approach to designing, developing 
and marketing products that consumers want and need 

TOTAL MARKETING 




Evolution 

In 1911, Sears opened its own laboratory to provide a 
uniform system for testing merchandise and checking 
product specifi cations. 

As time passed, the lab's operations expanded. 

It began to check product performance as well as 
specifications and recommend to our buyers where 
changes in specifications would result in improved 
performance as well as superior product features. 

Lab responsibilities continued to grow. If the lab 
could improve upon established items, why couldn't 


it develop new merchandise with new features, 
improved performance and longevity? Product 
designers and engineers were added to the staff. 
Industrial engineers were employed to work with 
suppliers in developing more efficient methods of 
manufacture and quality control. 

With the merchandise development and testing 
capabilities of the lab well established, the need for a 
better method of determining consumers' preferences 
on products was recognized. The company employed 
the skills of a variety of specialists to develop the 
techniques that would provide the needed information. 




A young inventor suggested that hypertension 
patients could record their own blood pressure 
and send the results to their physicians for 
analysis. We encouraged his research, and 
redesigned his machine so that it was 
commercially reproducible and met Sears 
standards of serviceability and the medical 
profession's requirements for accuracy. 

The sphygmometrograph can be used by para- 
professionals in nursing homes and hospitals as 
well as by laymen in their own homes. 

Its use can free highly-trained 
professionals for other duties. 



Historically, customers have iound that products 
which appeared to be color-coordinated under 
store lighting conditions were sometimes a 
mismatch under the different lighting at home. 


Members ol Sears lab analyzed this problem and 
developed color and material standards for our 
suppliers that would eliminate that variance. 
The items featured in Sears Color-Coordinated 
Bath Shop will harmonize no matter what 
the lighting conditions. 




















Based on inside and outside 
appearance, potential buyers 
of air conditioners said they 
preferred a compact model 
to the industry's standard 
12-inch-high, 6000 BTU unit. 


Sears developed the 
"Viewsaver" air conditioner, 
a 10-inch-high model that 
reflects consumers' 
preferences, incorporates all 
of the features previously 
available in the larger unit 
and allows the use of 
the window in which 
it is installed. 
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Sears research indicated that 
parents are seeking playthings 
that will enhance the 
developmental experiences ol 
their young children. 

In cooperation with the Child 
Development School of Tults 
University and Western 
Publishing CoSears 
developed and assembled 
a series of meaningful child- 
development toys and a 
guide for parents to use in 
implementing the Golden 
Wonder of Crowing program. 
The series was designed 
to self-motivate the 
developmental process of 
children through age three. 



Pianning 

Today Sears is engaged in a scientific approach to measuring 
consumer wants and needs, and translating them into 
profitable, saleable merchandise. 

Sears has assembled a team of experts schooled in al! of 
the disciplines necessary to carry out a comprehensive 
product development and marketing program. And we have 
furnished this team not only with sophisticated equipment 
and facilities, but with a whole range of continually updated 
information on consumer preferences, technological 
advances, and industry practices. 

Their analysis of marketing opportunities is a synthesis of 
thei r experience and the information made avai lable to 
them. It results in a product development/marketing 
plan designed to offer a meaningful and marketable 
product that will meet Sears standards of performance. 




When we asked mothers what 
feature they most desired when 
buying leans for their children, 
they answered, "durability." 

Sears spent a year and a half 
developing an exclusive fabric 
and testing it both on children 
and on laboratory machinery 
before we released Sears 
Toughskins. 


The physical development of the new product is 
accomplished by team members who are associated with 
Sears Merchandise Development and Testing Laboratory. 

Raw materials, form, shape, function, styling, color, size, 
safety, quality and serviceability—all facets of products 
which are developed under the total marketing concept— 
are evaluated, redesigned if necessary and retested before 
the item is considered ready for public consumption. When 
the design is approved for production, the final phase of the 
plan is implemented by means of pretested advertising, 
publicity and promotion. 

This is Sears total marketing, a grand strategy to define the 
wants and needs of customers, and respond to them through 
the contribution of responsible, creative product design. 

This development/marketing capability sets Sears apart from 
other general merchandisers, and we believe it is one of the 
keys to our continued success. 


The major criticism of gas lawn mowers 
has been the difficulty of starting. Sears 
marketing team, in conjunction with our 
suppliers, developed a lawn mower engine 
that will start the first time virtually 
everytime. You can start the "Eager 1" 
and begin m owing without the 
usual frustrations and delays. 


Implementation 











Research results come more quickly when they are processed by computers, 

but people analyze and interpret the findings. 


When our customers speak, 
we take note 

. . . but we don't wait to hear from them. We seek out 
their opinions through a far reaching Allstate research 
program—by phone, by mail, and through personal 
interviews in their homes and places of business—so that 
we never lose sight of our goals of excellence in customer 
satisfaction, in products and in service. 

Allstate's companywide research efforts are coordinated 
by a staff of experts at the Judson Branch Research Center 
in Menlo Park, California. There, a wide variety of projects 
are conducted in consumer, market and policyholder 
research, as well as in a number of other fields related to 
company operations. 

An example of results of an in-depth study using the 
facilities of the Research Center, our regional offices, 
and our Home Office executive team, is the program 
called "Auto Insurance for the Seventies." Essentially, 
it's a modified type of no-fault plan under which each 
insurer pays its insureds for medical costs and lost wages, 
subject to certain limits, regardless of fault. The person who 
has been permanently injured or disfigured retains the right 
to sue a wrongdoer for any amount of supportable damages. 
We believe this plan deserves strong support in the various 
states as they legislate new auto insurance programs. 


Customers' suggestions become reality 
as research results are applied 
by Product Development team 
to the full range of Allstate products. 
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One of the next 50 
drivers coming your 
way is drunk. 

Not drinking-drunk. 


Thu-'s chc round-ihc- 
JoO average Bui 
uuichiroi the 
percentage shoot' 
ur .i' er O.iiK 
In the dead t>l 
night, almost 90* 
of all crashc? 
involve drinking 



c*.rv’» "s-tir. » 


/instate 


I 


Life saving, injury prevention, loss reduction 

. . . the goals of Allstate's program of highway safety. 


Allstate has conducted the most comprehensive public service 
campaign in the insurance industry's history to obtain new 
legislation to attack the problem of drunk drivers and the deaths, 
injuries and losses they cause. Traffic safety experts say drunk 
drivers cause more than half of the 55,000 annual highway deaths. 

Full page Allstate public education ads were placed in high 
circulation national magazines urging citizens to indicate 
their support for strong drunk driver laws by returning coupons to 
their governors. More than 1,000,000 persons swamped their 
governors' offices with coupons seeking effective action. Most 
importantly, all 76 states which did not have "Implied Consent" laws 
passed such legislation under which acceptance oi a driver's 
license implies consent to take a breath test for drunkenness if 
arrested on a charge of driving while intoxicated. 


There’s an air cushion in your car's future. In a serious crash the 
air cushion inflates, saves your life and deflates—all in a split- 
second. Under a new standard of the U.S. Department of 
Transportation, all 1976 car models will require air cushions or 
other passive restraint systems. In public service advertising Allstate 
is helping to educate the public in life-saving needs and the 
benefits of workable passive restraint systems and is also urging 
car makers to insert air cushions in their automobiles even 
prior to the 1976 models if possible. 










5 m.p.h .—Insurance Institute for Highway Safety test crashes 
showed that damage fo four large-selling 1972 sedans 
averaged $263.81 at five miles an hour—brisk walking speed. 



10 m.p.h.—At ten miles an hour — that's jogging speed — 
the test crashes resulted in 
average damage of $761.62. 


Auto design and 
bumper discounts 

Allstate's research studies convinced us that change is 
needed in the auto design factors contributing to the 
escalating cost of auto damage and repair. 

Seeking to reduce the cost of auto insurance, Allstate 
combined public relations techniques and corporate 
advertising to alert key publics to a potential savings of 
$1 billion annually that would result from sturdier bumpers 
of uniform height. Beginning in March, 1970, a collision 
insurance discount of 20 per cent was offered for cars which 
the manufacturer certifies, through independent tests, 
can sustain front and rear impacts up to 5 miles per hour, 
without damage. 

In April, 1971, the U. S. Department of Transportation 
announced a new standard that requires 1973 cars to have 
sturdier bumpers and 19 74 cars to have bumpers of uniform 
height. The 1973 cars must be able to take a 5 mile per hour 
front crash but only a 2 V 2 mile per hour rear crash into a test 
barrier without damage, to safety systems. Safety systems 
include such items as lights, cooling systems, hood latches 
and fuel lines. To recognize this progress Allstate initially will 
give a 10 per cent discount on collision insurance on cars that 
meet the new 1973 standard. If it can be certified that the 
car can withstand the above 5 and 2'h mile per hour crashes 
without any damage whatsoever, Allstate will give a 15 per 
cent discount on collision insurance. And, of course, 
Allstate's original 20 per cent discount offer still stands for 
cars that qualify. 

Importantly, the program will help to lower the cost of 
automobile insurance, and, by reducing the number 
of damaged cars and the amount of inevitable inconvenience 
to those involved, Allstate is helping to make driving a 
good thing again. 



15 m.p.h.—At fifteen miles an hour, sedans crashing into 
test barrier suffered average damage 0 / $112 6.96. 









FINANCIAL REVIEW AND COMMENTS 


NET SALES MILESTONES Billions of Dollars 



0123 4 567 89 10 11 


NET INCOME PER SHARE in dollars 



1.00 2.00 3.00 4.00 


The Company has revised its reporting 
to include in the consolidated 
statements the equity in the net 
income of affiliated companies owned 
20 per cent or more. In addition, 
the Company made another change 
which defers the unearned income 
applicable to finance charges and 
maintenance agreements. The 
net effect of the foregoing changes 
on 1971 and 1970 results was not 
significant. Comparative figures in 
this review have been restated, where 
applicable, to give effect to these 
changes (see note 1 , page 26). 

SALES REACH 

$10 BILLION MARK 

Net sales rose 8.2 per cent to 

$10.0 billion. The increase of 

$755 million marked a new high 

for the 17th consecutive year. 

Retail and catalog operations set 
new sales records. Retail stores 
generated 78 per cent of the volume 
of business while catalog operations 
contributed 22 per cent. Our 37 
new retail stores opened during 
1971 accounted for 1.7 per cent 
of Company sales. 

Better than average increases 
were recorded in the automotive 
group and men’s apparel 
categories. Sales showed a 
rising trend throughout the year. 

NET SALES {millions) 


Per Cent 

Quarter 1971 1970 Increase 

1st. $2,103 $1,968 6.8 

2nd. 2,450 2,281 7.4 

3rd. 2,528 2,337 8.2 

4th. 2,925 2,665 9.8 


$10,006 $9,251 8.2 

Net sales of Sears unconsolidated 
subsidiaries in Mexico, South 
America and Spain increased 11.7 
per cent to $206 million. 

Including three months sales of our 


newly acquired subsidiary in Belgium 
net sales totaled $223 million. 

Net sales of Simpsons-Sears 
Limited, our Canadian affiliate, 
increased 18.4 per cent to $766 
miltion (Canadian). 

International Operations are 
reviewed on page 30. 

NET INCOME UP 
$87 MILLION 

Net income rose for the 11th 
consecutive year to $551 million, 
an increase of 18.8 per cent from 
1970’s record $464 million. 
Operating income (income before 
income taxes and equity in income 
of unconsolidated subsidiaries) 
increased to $792 million from 
$709 million for the prior year, 
and represented 7.9 per cent of 
net sales compared with 7.7 per 
cent the previous year. Included 
in this figure were capital gains 
of $1,737,000 compared with 
$1,160,000 for 1970. interest 
expense, reflecting lower 1971 
short-term borrowing rates, dropped 
$21 million to $139 million from 
$160 million reported last year. 

EARNINGS PER SHARE 
UP 55 CENTS 

Earnings per share, based on 
average shares outstanding, rose to 
$3.56 from $3.01 last year. 

Earnings per share and net income 
set new highs each quarter; 


NET INCOME (millions) 

1971 1970 


Quarter 

Amt. 

Per 

Share 

Amt. 

Per 

Share 

1st. 

$ 83 

$ .54 

$ 75 

$ .49 

2nd. 

128 

.83 

108 

.70 

3rd. 

124 

.80 

105 

.68 

4th. 

216 

1.39 

176 

1.14 


$551 

$3.56 

$464 

$3.01 
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INCOME OF UNCONSOLIDATED 
SUBSIDIARIES AND AFFILIATES— 
$1.02 PER SHARE 
The Company’s share in the 
earnings of unconsolidated 
companies amounted to $158 
million, an increase of 34 per cent 
from $118 million for 1970. 

Allstate Insurance contributed 
81 cents per share to Sears 
earnings, up 19 cents from the prior 
year. Allstate’s underwriting results 
and net investment income 
including life insurance operations 
improved $38 million after taxes. 
Realized capital gains, after income 
taxes, decreased $8 million. 
Allstate's results are reported 
commencing on page 34. 

Earnings of Allstate Enterprises 
improved three cents per Sears 
share. Income from auto financing 
rose sharply as interest rates on 
borrowed funds were at lower levels 
than in 1970. Earnings from 
International operations and 
Simpsons-Searswere at record levels. 

The earnings of 14 affiliates in 
which Sears has more than 20 per 
cent equity were included for the 
first time. Previously only dividends 
were included in income. 

EQUITY IN INCOME Of 
UNCONSOLIDATED SUBSIDIARIES 
AND AFFILIATES 
( millions) 

1971 1970 



Amt. 

Per 

Share 

Amt. 

Per 

Share 

Allstate,.. 

$125.2 

$.81 

$ 95.4 

$.62 

Allstate 

Enterprises 6.5 

.04 

1.5 

.01 

Inter¬ 

national 

8.2 

.05 

6.7 

.04 

Simpsons- 
S ears Ltd. 

8.5 

.06 

6.9 

.04 

Other. 

9.2 

.06 

7.4 

.05 


$157.6 $1,02 

$117.9 

$.76 


NEW DEVELOPMENTS 
Late in 1971 your company acquired 
Galeries Anspach, a Belgian retailing 
operation. Galeries operates eight 
stores. Under Sears ownership for 
the three months ended January 31, 
1972, sales totaled $16.6 million. 

In early 1972, Sears acquired 
the assets of a mortgage banking 
company. This company will add 
a new financial service to the 
insurance-related activities 
marketed by Allstate Enterprises. 

DEPRECIATION UP $2 MILLION 
Depreciation expense amounted to 
$106 million compared with $104 
million for 1970. The Company 
reports depreciation on the straight 
line method for additions 
subsequent to 1967. For assets 
acquired from 1954 through 1967, 
it uses accelerated and straight line 
methods. For income tax purposes, 
Sears uses an accelerated method. 

TOTAL TAXES $599 MILLION 
Total taxes increased $59 million 
from $540 million for 1970. 

Income taxes were $399 
million compared with $363 million 
the prior year. Federal income 
taxes rose $24 million to $354 
million. State income taxes were 
up $11 million to $45 million. 

Other taxes amounted to $200 
million, a $24 million increase 
from 1970. 

Total taxes represented 52 per 
cent of income before all taxes 
compared with 54 per cent 
recorded for 1970. Total taxes for 
1971 were equal to $3.87 per share 
of common stock. 

DIVIDENDS PER SHARE $1.50— 

UP 15 CENTS 
The quarterly dividend was 
increased to 35 cents per share in 
the second fiscal quarter of 1971. 
Dividends paid to shareholders in 


fiscal 1971 amounted to $232 
million, an increase of $24 million 
from 1970. In the last half of the year 
dividends were under Federal. 
control. Dividends were 42 per cent 
of 1971 net income compared with 
45 per cent for the prior year. 

DIVIDENDS TO SHAREHOLDERS 
(millions) Year Ended January 31 
1972 1971 

Month Per Per 


Paid 

Amt. 

Share 

Amt. 

Share 

April. 

$ 47 

$ .30 

$ 46 

$ .30 

July. 

54 

.35 

46 

.30 

October.. 

54 

.35 

46 

.30 

January— 
Reg. 

54 

.35 

47 

.30 

Extra. .. 

23 

.15 

23 

.15 


$232 

$1.50 

$208 

$1.35 


SHAREHOLDERS’ EQUITY 
REACHES $4 BILLION 
Equity capital increased $385 
million to $4,061 million at fiscal 
year end. 1971 net income less 
dividends provided $319 million of 
the increase. $46 million came 
from stock sold to employes under 
option plans, and $20 million from 
common stock issued to the Profit 
Sharing Fund at market values as 
part of the Company contribution 
in place of cash. 

The book value per share of 
Sears stock was $26.09 compared 
with $23.80 at the close of 1970. 

The rate of return on shareholders' 
equity (net income divided by 
average equity) increased to 14.2 
per cent from 13.1 per cent 
reported last year. 

$116 MILLION TO PROFIT 
SHARING 

Sears contributed $101 million to 
the employes Profit Sharing Fund. 
The contribution consisted of $81 
million cash and $20 million Sears 
stock—214,989 shares. 
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FINANCIAL REVIEW AND COMMENTS continued 


SHARE OWNERSHIP (on record date for January 1972 dividend) 



Share- 

Per 


Per 


holders 

cent 

Shares 

cent 

Individuals 





Women. 


39 

26,310,275 

17 

Men. 

72,399 

28 

23,524,616 

15 

Joint Tenants. 

47,647 

19 

6,996,499 

4 

Nominees. 

2,169 

1 

49,922,197 

32 

Investment companies and trusts. 

27,758 

11 

6,234,197 

4 

Brokers. 

710 

— 

6.174,273 

4 

Corporations and firms.. 

1,519 

1 

2,778,744 

2 

Other. 

1,801 

1 

1,087,574 

1 


251,950 

100 

123,028,375 

79 

Employes Profit Sharing Pension Fund. 

1 

— 

32,151,437 

21 

TOTAL. 

.... 251,951 

100 

155,179,812 

100 


Allstate Insurance and other 
subsidiaries contributed $15 million 
to the Fund. 

1 On December 31, 1971, there 
were 222,866 members of the Fund. 
Their holdings were 32,203,264 
shares or 21 per cent of Sears 
1 common stock outstanding, 
i During 1971 the Companies 
1 contributed $19.6 million to 
i Supplemental Retirement Plans of 
Sears and Allstate Insurance. 

CREDIT OPERATIONS 
Customer receivables rose 
$155 million to $3,949 million at 
year end. The ratio of credit sales to 
total sa(eswas52.7 percentcompared 
with 53.9 per cent last year. 
Customer accounts increased 263 
thousand to 17.8 million. There 
were 10.6 million revolving charge 
accounts with an average balance 
of $154, and 7.2 million easy 
payment accounts with an 
average balance of $321. 

Collection experience for 1971 
continued at a satisfactory level. 
Allowance for uncollectible 
accounts was $73 million at year 
end, virtually the same as the 


prior year end. Unearned finance 
charges were $183 million, up $9 
million from the close of 1970. 

Credit operations resulted in 
$37 million income over expense 
compared with $14 million for 1970. 
Finance charge income and credit 
costs are presented on page 27, 
note 9, conforming with a standard 
adopted within the retail industry. 

INVENTORIES AT $1.4 BILLION 
Merchandise inventories increased 
$122 million to $1,429 million at 
year end. This increase reflected 
the merchandise required for new 
stores, new lines and coverage for 
the anticipated increase in Spring 
season sales. 

Merchandise on order and in 
transit amounted to $1.9 billion 
at the close of 1971. 

WORKING CAPITAL $2.1 BILLION 
Working capita! (the excess of 
current assets over current 
liabilities) increased $74 million to 
$2,059 million at year end. Current 
assets of $5,615 million were 1.6 
times current liabilities of $3,556 
million at the close of the year. 


The Statement of Changes in 
financial Position on page 25 
details the source and use of 
working capital that resulted in 
the increase for the year. 

LONG-TERM DEBT 

Long-term debt at the close 
of the year was $696 million 
compared with $630 million 
at year end 1970, an increase 
of $66 million. 

SHORT-TERM BORROWINGS 
REACH $1.9 BILLION 
Short-term borrowings increased 
$120 million to $1,907 million at 
year end. Sears Roebuck 
Acceptance Corp. supplied $1,745 
million of these funds. The 
Acceptance Corp. is a whoily owned 
consolidated subsidiary which 
assists in financing Sears 
credit sales. 

A condensed statement of 
financial position follows: 

SEARS ROEBUCK ACCEPTANCE CORP. 



January 31 

( millions) 

1972 

1971 

Notes of Sears, 

Roebuck and Co.... 

$2,256 

$2,002 

Cash and other 

assets.. 

3 

6 


$2,259 

$2,008 

Short-term debt. 

$1,745 

$1,576 

Other liabilities. 

9 

11 

Long-term debt— 

notes. 

61 

— 

senior. 

50 

50 

subordinated. 

25 

25 

Shareholder’s equity. 

369 

346 


$2,259 

$2,008 
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1971 CAPiTAL INVESTMENT 
$362 MILLION 

During 1971, your Company invested 
$362 million in property, plant and 
equipment. Additionally our 
landlords spent $27 million for 
stores and other properties leased 
to Sears. 

Funds allocated for expansion of 
retail operations were a record 
$244 million. 

CAPITAL EXPENDITURES ( millions ) 

1971 1970 1969 

Retail. $244 $203 $266 

Catalog Order. 67 36 17 

Other Operations., 51 29 31 

$362 $268 $214 

37 NEW SEARS STORES OPENED 
New stores opened included 16 
complete department stores, 17 
medium size units and four hard 
lines stores, including the purchase 
of two small agency stores. 
Seventeen stores were located in 
new areas; 20 replaced older stores 
or agencies in the same shopping 
communities. We enlarged and 
modernized nine stores and closed 
ten small stores. We expect these 
new stores to contribute to future 
sales and profit goals. Expansion of 
the retail system totaled 5.7 
million square feet of gross space. 
The net addition, after adjusting 
for closed stores, was 4.3 million 
square feet. 

We expanded the number of 
selling units with the addition of 
161 other selling facilities and units 
operated by independent catalog 
merchants. We added 1.5 million 
square feet to Dallas catalog order 
plant operations. 

Two modern territorial 
headquarters facilities were 
completed in 1971—the Far West 


offices relocated to Alhambra, 
California (suburban Los Angeles), 
and the Southwestern offices 
moved to a new building in 
Dallas, Texas. 

PROPERTY ACCOUNT (net) 

AT $1.5 BILLION 
Sears net investment in property 
increased $251 million to $1,495 
million at the close of 1971. 

CHANGES IN PROPERTY, PLANT AND 
EQUIPMENT—NET (millions) 

1971 1970 1969 

Beginning of 


year. 

$1,244 

$1,089 

$ 984 

Capital 

additions.... 

362 

268 

214 

Depre- 

eiatton. 

(106) 

(104) 

(107) 

Dispositions 

(5) 

(9) 

(2) 

Net increase 

for the year. 

251 

155 

105 

End of year... 

$1,495 

$1,244 

$1,089 


SEARS INVESTED $1.2 BILLION 
IN THE LAST FIVE YEARS 
We invested $1,170 million in new 
and improved facilities in the last 
five years. This included $904 
million for 69 complete department 
stores, 75 medium size units and 
for the enlargement of 34 stores. 
Approximately 19 million square 
feet was added to gross store space. 
At the close of fiscal 1971, Sears 
operated 269 complete department 
stores, 387 medium size units and 
180 hard lines stores. The Company 
had more than 90 million square 
feet of store space in operation 
to serve customers. 


CAPITAL EXPENDITURES 
m millions of dollars 

RETAINED INCOME 
AND DEPRECIATION 

1971 


1970 


1969 


1968 


1967. g 

0 250 500 


EXPANSION PLANNED IN 1972 
Sears expansion plans for 1972 are: 

-To open 36 new retail stores, 
including 19 in new markets. This 
will add 4.4 million square feet of 
gross space to the retail system. 

-To add more than five million 
square feet of space to catalog order 
operations including 2.6 million 
for the merchandise distribution 
center in Columbus, Ohio. In Spring 
1972, this plant will commence 
supplying more than 100 retail 
stores. Later in the year, this center 
will service catalog customers in 
Ohio and seven other states. 

-To continue construction on 
Sears Tower, our new headquarters 
building, which is scheduled for 
topping out in Fall 1972. 

Capital expenditures for 1972 are 
estimated to exceed $375 million. 
This includes amounts for catalog 
order plant expansion, new stores 
and sales supporting facilities and 
amounts for remodeling and normal 
replacements. Our landlords 
will spend an additional $15 
million on Sears stores. 
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FINANCIAL REVIEW AND COMMENTS continued 


RETAIL STORES OPENEO IN 1971 (37) 


SEARS FINANCIAL POSITION 
EXCELLENT 

In 1971, your Company generated 
$579 million in funds 
provided from operations and 
deferred income tax credits. 

At the year end, working capita! 
was $2,059 million. Total 
capitalization of $4,757 million 
included $696 million long-term 
debt and $4,061 million 
shareholders’ equity. 

Our total sources of funds are 
substantial. The Company is in 
excellent financial condition and 
wifi continue an aggressive plan 
for growth. 


FACILITIES, JANUARY 31, 1972 

Retail Stores 

Complete Department Stores.269 

Medium Size Department Stores . .. 387 
(carrying extensive assort¬ 
ments of general merchandise) 

Hard Lines Stores.180 

(carrying major household ap¬ 
pliances, hard lines, sporting 
goods and automotive supplies) 


836 

Catalog Order Plants. 11 

Other Selling Facilities and 
Independent Catalog Merchants . 2,507 

Major Distribution Warehouses.... 69* 

(for retail store groups) 

Service and Parts Centers. 121 

‘Plus 350 other warehouses serving 
individual stores. 


COMPLETE DEPARTMENT STORES (16) 

Alhambra, California 
Commonwealth Avenue 

Atlanta (Tucker), Georgia 
Northlake Mall 

Auburn, Massachusetts 
Auburn Mall* 

Hialeah (Miami), Florida 
Westland Shopping Center 

Lexington, Kentucky 
Fayette Mall* 

Memphis, Tennessee 
Raleigh Springs Mall 

Mentor, Ohio 
Great Lakes Mall 

Mesquite, Texas 
Town East Mall 

Monaca, Pennsylvania 
Beaver Valley Mall* 

Moorestown, New Jersey 
Moorestown Mall* 

Northridge, California 
North ridge Fashion Center 

Overlake Park—Redmond, Washington 
148th Avenue N. E. 

San Jose, California 
Eastridge Mall 

Schaumburg, Illinois 
Woodfield Mall 

Victor, New York 
Eastview Mall 

Williamsville, New York 
Eastern Hills Mall 


‘Replaced Existing Facility 


MEDIUM DEPARTMENT STORES (17) 

Eau Claire, Wisconsin 
London Square Shopping Center* 

Elkhart, Indiana 
Pierre Moran Mall* 

Escondido, California 
Escondido Village* 

Fayetteville, Arkansas 
Highway 71 North 

Irving, Texas 
Irving Mall* 

Johnson City, Tennessee 
The Mall Shopping Center* 

Lake Park (North Palm Beach), Florida 
North Lake Boulevard 

Lincoln, Nebraska 
Sears Gateway* 

Madison, Wisconsin 
East Towne Shopping Center* 

Madison, Wisconsin 
West Towne Shopping Center 

North Dartmouth, Massachusetts 
North Dartmouth Plaza* 

Santa Cruz, California 
Capitola Road 

Selma, Alabama 
Highland Avenue* 

South Portland, Maine 
Maine Mall* 

Springfield, Ohio 
Upper Valley Mall* 

Wichita, Kansas 
Twin Lakes Shopping Center 

Wilkes-Barre, Pennsylvania 
Wyoming Valley Mall* 

HARD LINES STORES (4) 

Ames, Iowa 

Northgrand Shopping Center* 

Newton, New Jersey 
Spring Street* 

Stroudsburg, Pennsylvania 
Main Street* 

Wooster, Ohio 
Wooster Plaza* 
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STATEMENT OF INCOME 


Net Sales (including finance charges—note 9). 

Costs and Expenses (note 11): 

Cost of sales, advertising, selling, administration and general expenses . 

Rents (properties and equipment). 

Repairs and maintenance.. 

Depreciation (note 4). 

Interest expense. 

Contribution to Employes Profit Sharing Fund ... 

Taxes (other than income taxes). 

Operating Income. 

Equity in Income of: 

Allstate Insurance Companies 

Underwriting and investment income. 

Realized capital gains. 

Other unconsolidated subsidiaries and affiliates (note 1). 

Other companies (dividends). 


Federal and State Income Taxes (note 10) 


Year ended January 31 


1972 

1971* 

$10,006,145,548 

$9,250,831,819 


8,508,406,524 

7,863,847,616 

100,867,626 

96,406,210 

58,020,176 

53,976,397 

105,947,054 

103,863,042 

139,222,306 

160,122,828 

101,151,563 

87,010,844 

200,159,558 

176,381,470 

9,213,774,807 

8,541,608,407 

792,370,741 

709,223,412 


120,482,406 

82,296,357 

4,762,044 

13,116,226 

125,244,450 

95,412,583 

30,547,965 

20,672,890 

1,802,815 

1,851,140 

157,595,230 

117,936,613 

399,100,000 

363,461,000 


Net Income 


$ 550,865,971 


463,699,025 


Per Share 

Average shares outstanding 
Net income. 


154,875,000 

$3.56 


154,295,000 

$3.01 


*Restated (see note 1, page 26) 

See accompanying detail and notes to financial statements. 
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STATEMENT OF FINANCIAL POSITION 


ASSETS 
Current Assets 

Cash. 

Receivables. 

Inventories (note 3). 

Prepaid advertising and other charges 
Total Current Assets. 


JANUARY 31 

1972 1971* 


$ 198,425,857 
3,920,878,872 
1,429,331,482 
66,212,689 
5,614,848,900 


$ 199,288,722 
3,742,592,331 
1,307,663,921 
62,417,945 
5,311,962,919 


Investments. 

Property, Plant and Equipment. 

Deferred Charges (future tax benefits). 

Unamortized Debenture Discount and Expense 
Total Assets. 


1,197,196,947 

1,495,004,938 

917,510 

4,387,630 

$8,312,355,925 


1,063,329,137 

1,244,334,091 

8,377,528 

4,901,440 

$7,632,905,115 


LIABILITIES 
Current Liabilities 

Notes payable. 

Current maturity of long-term debt. 

Accounts payable. 

Accrued expenses. 

Unearned maintenance agreement income (note 1) 

Federal income taxes accrued. 

Deferred income tax credits (net). 

Other accrued taxes. 

Total Current Liabilities. 


$1,857,400,121 

50,000,000 

386,183,222 

209,860,737 

156,155,887 

76,197,406 

682,389,053 

137,413,111 

3,555,599,537 


$1,737,858,058 

50,000,000 

353,653,863 

186,619,888 

140,271,927 

71,556,987 

640,181,861 

146,815,733 

3,326,958,317 


Long-Term Debt. 696,000,000 630,000,000 

Total Liabilities. $4,251,599^537 $37956,958,317 


SHAREHOLDERS’ EQUITY 


$4,060,756,388 $3,675,946,798 


^Restated (see note 1, page 26) 

See accompanying detail and notes to financial statements. 
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FINANCIAL POSITION DETAIL 


JANUARY 31 


RECEIVABLES 

Customer installment accounts receivable 

Easy payment accounts. 

Revolving charge accounts. 

Other customer accounts. 

Miscellaneous accounts and notes receivable 

Less—unearned finance charges. 

allowance for uncollectible accounts.. 


INVESTMENTS (note 2) 

Allstate Insurance Company. 

Allstate Enterprises, Inc. 

International subsidiaries. 

Simpsons-Sears Limited. 

Other subsidiaries and affiliates (note 1). 

Investments and advances (principally at cost) 


PROPERTY, PLANT AND EQUIPMENT (at cost) 
Land. 

Buildings and improvements. 

Less accumulated depreciation. 


Furniture, fixtures and equipment... 
Less accumulated depreciation 


Total property, plant and equipment. 

Less total accumulated depreciation 


LONG-TERM DEBT (note 5) 

Sears, Roebuck and Co. 

8Vq% Notes, due 1976. 

4%% Sinking Fund Debentures, due 1983. 

6%% Sinking Fund Debentures, due 1993. 

8%% Sinking Fund Debentures, due 1995. 

Sears Roebuck Acceptance Corp. 

4.29% Notes, rates subject to fluctuation; notes callable after 13 months 

5% Debentures, due 1982. 

4%% Subordinated Debentures, due 1977. 


1972 


$2,310,630,891 

1,638,211,458 

3^948,842^349 

107,311,463 

120,556,247 

4,176,710,059 

183,168,000 

72,663,187 

$3,920,878,872 


$ 801,377,318 
77,562,375 
106,646,574 
70,084,151 
104,313,126 
37,213,403 

$1097,196,947 


$ 250,774,931 

1,451,385,088 

476,952,112 

974,432,976 

721,084,739 

451,287,708 

269,797,031 

2,423,244,758 

928,239,820 

$1,495,004,938 


$ 125,000,000 
210,000,000 
100,000,000 
125,000,000 

61,000,000 

50,000,000 

25,000,000 

$ 696,000,000 


1971* 


$2,262,559,301 

1,531,678,134 

3,794,2377435 

94,006,711 

101,678,658 

3,989,922,804 

174,539,000 

72,791,473 

$3,742,592,331 


$ 676,132,868 
71,060,273 
81,472,300 
64,727,513 
136,105,117 
33,831,066 

$1,063,329,137 


$ 231,509,332 

1,219,431,220 

435,316,910 

784,114,310 

646,454,853 

417,744,404 

228,710,449 

2,097,395,405 

853,061,314 

$1,244,334,091 


$ 125,000,000 
220 , 000,000 
100,000,000 
110,000,000 


50,000,000 

25,000,000 

$ 630,000,000 
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STATEMENT OF SHAREHOLDERS’ EQUITY 


Year ended January 31 


1972 1971 1972 

(shares) 


Common Stock (including capital in excess of par 
value)—$1.50 par value, 200,000,000 shares 
authorized; issued and outstanding as follows: 

Balance, beginning of year. 154,482,753 154,187,115 

Stock issued to Profit Sharing Fund. 214,989 — 

Stock options exercised (note 7). 911,051 295,638 

Balance, end of year. 155,608,793 154,482,753 


$ 414,063,209 
19,996,939 
46,239,127 
480,299,275 


1971* 


$ 401,496,537 

12,566,672 

414,063,209 


i Retained Income 

Balance, beginning of year. 

i Net income. 

• Dividends to shareholders 

($1.50 and $1.35 respectively) 

Balance, end of year. 

! Total Shareholders’ Equity. 


$3,261,883,589 

550,865,971 

(232,292,447) 

3,580,457,113 

$4,060,756,388 


$3,006,475,130 

463,699,025 

(208,290,566) 

3,261,883,589 

$3,675,946,798 


♦Restated (see note 1, page 26) 

See accompanying detail and notes to financial statements. 


REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 


To the Shareholders and Board of Directors of Sears, Roebuck and Co. 

We have examined the accompanying Statement of Financial Position of Sears, Roebuck and Co. and consolidated subsidiaries as of January 
31, 1972 and 1971, and the related Statements of Income, Shareholders' Equity and Changes in Financial Position for the years then 
ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the statements referred to above present fairly the financial position of Sears, Roebuck and Co. and consolidated 
subsidiaries at January 31, 1972 and 1971, and the results of their operations and changes in financial position for the years then ended, 
in conformity with generally accepted accounting principles applied on a basis consistent with that of the preceding year after giving 
retroactive effect to the changes, which we approve, described in Note 1 to the financial statements. 

rt^ v- do , 

Chicago, Illinois, April 3, 1972 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 


■ 


SOURCE OF WORKING CAPITAL 

Net income. 

Depreciation. 

Changes in deferred charges (future tax benefits). 

Stock issued to Profit Sharing Fund. 

Undistributed net income of unconsolidated subsidiaries 

From operations. 

Cash for stock issued under options. 

Proceeds from long-term debt issues. 


USE OF WORKING CAPITAL 

Cash dividends to shareholders. 

Property additions, less dispositions. 

Long-term debt purchased or currently payable 
Changes in investments and other assets. 

INCREASE IN WORKING CAPITAL. 


YEAR ENDED JANUARY 31 


1972 

$ 550,865,971 
105,947,054 
7,460,018 
19,996,939 
(147,513,758) 
536,756,224 
46,239,127 
76,000,000 
658,995,351 


$ 232,292,447 
356,617,901 
10 , 000,000 
(14,159,758) 
584,750,590 
$ 74,244,761 


1971* 

$ 463,699,025 
103,863,042 
9,007,128 

(107,890,847) 
468,678,348 
12,566,672 
235,000,000 
716,245,020 


$ 208,290,566 
259,460,499 
60,000,000 
19,210,249 
546,961,314 
$ 169,283,706 


DETAIL OF WORKING CAPITAL INCREASE 
Current Assets 

Cash. 

Receivables. 

Inventories. 

Prepaid advertising and other charges. 

Increase . 

Current Liabilities 

Notes payable and current maturity of long-term debt. 

Accounts payable, accrued expenses and unearned income 

Income and other taxes—currently payable. 

Deferred income tax credits (net). 

Increase . 

INCREASE IN WORKING CAPITAL. 

WORKING CAPITAL (at January 31). 


$ 

(862,865) 

$ 

(23,988,180) 


178,286,541 


193,764,711 


121,667,561 


92,635,294 


3,794,744 


8,830,751 

$ 

302,885,981 

$ 

271,242,576 


119,542,063 


17,161,065 


71,654,168 


47,356,223 


(4,762,203) 


7,345,515 


42,207,192 


30,096,067 

$ 

228,641,220 

$ 

101,958,870 

$ 

74,244,761 

$ 

169,283,706 

$2 

,059,249,363 

$1 

,985,004,602 


*Restated (see note 1, page 26.) 

See accompanying detail and notes to financial statements. 
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NOTES TO FINANCIAL STATEMENTS 


1. ACCOUNTING CHANGES. 

The Company restated its financial statements for 1970 and the ten year 
summary to reflect the following changes adopted in 1971: 


a. In accordance with Accounting 
Principles Board Opinion No. 18, 
the Company included in the 
Statement of Income its share of 
the undistributed net income of 
companies in which it owns 20 
per cent or more of their common 
stock. Previously the Company 
included its share in only those 
companies owned 50 per cent or 
more. The Company restated its 
investments in the common 
stock of these affiliated 
companies to a basis of cost plus 
the Company's equity in the 


undistributed net income since 
date of acquisition, 
b. The Company excluded from 
sales the unearned portions of 
finance charges on easy payment 
contracts and maintenance 
agreement contract income. The 
previously established provisions 
for estimated future collection 
expenses and maintenance 
agreement costs were accordingly 
reversed. These changes defer 
the revenues over the lives of the 
contracts when the related 
expenses are actually incurred. 


The net effect, after applicable income taxes, of the changes is as follows: 


Net Income- 


Year 

( thousands ) 1970 

As previously reported... $464,201 

Increase (decrease): 

Equity in income of affiliates. 1,141 

Oeferral of unearned income, less reversal 
of provisions for related expenses and costs . (1,643) 

As restated.. $463,699 


Retained Income- 
Years 

through 1970 
$3,294,216 

13,869 

(46,201) 

$3,261,884 


2. CONSOLIDATING PRINCIPLES. 
The Company’s policy is to fully 
consolidate all wholly owned 
domestic subsidiaries directly 
related to its retail distribution 
activities. 

Investments in unconsolidated 
subsidiaries and affiliates are 
stated at cost plus the increase in 
the Company's equity since date of 
acquisition. Investment in Allstate 
Insurance Company does not include 
unrealized capital gains on stocks. 


3. INVENTORIES. 

Merchandise inventories are valued 
at the lower of cost or market on 
the first-in, first-out basis. 

4. DEPRECIATION. 

The Company reports depreciation 
on the straight line method for 
additions subsequent to January 31, 
1968. For property held prior to 
this date, both accelerated and 
straight line methods are used. 


5. LONG-TERM DEBT, 

The indentures provide that the 
Company cannot take certain 
actions, including the declaration of 
cash dividends which would cause 
its unencumbered assets to drop 
below 150% of liabilities. 
Unencumbered assets as defined 
are substantially in excess of 
150% of liabilities. 

Under the sinking fund provisions 
of the indentures, the Company 
has purchased sufficient debentures 
to fulfill minimum requirements 
through February 1, 1974. 

Minimum annual requirements of 
the sinking funds for each of the 
three subsequent years are: 

Years ended January 31 

$15,500,000. 1975 

19,500,000. 1976-1977 

6. SUPPLEMENTAL PENSION 
PLAN. 

For the fiscal years 1971 and 1970, 
the Company contributed to the 
Sears Supplemental Pension Plan, 
which provides pension benefits to 
employes for that portion of their 
compensation which is over the 
maximum established for Profit 
Sharing purposes, $13,297,734 and 
$8,032,979 respectively. The 
increase was due to improved 
employe benefits. The Company’s 
policy is to fund current pension 
costs. The assets of this plan exceed 
the actuarially computed value of 
vested benefits at January 31, 1972. 
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7. EMPLOYES STOCK OPTIONS. 

As of January 31, 1972, options for 
1,773,235 shares were outstanding, 
of which 1,181,623 were exercisable. 
Option prices range from $33.57 

to $89.82 per share, aggregating 
$116,795,484. On June 17, 1971, 
stock options for 591,612 shares 
were granted to 669 employes at 
an option price of $89.82 per share, 
the fair market value on the date 
of grant. 

Those options issued prior to 
January 1, 1964, generally expire 
ten years from date of grant and 
are exercisable in five annual and 
cumulative installments beginning 
one year from the date of grant. 
Options issued subsequently 
expire five years from date of 
grant and are exercisable in four 
annual and cumulative 
installments beginning one year 
after the date of grant except for 
the 1971 options, which to the extent 
not exercised, are extended five 
years at the same price under a 
new option. 

8. RENTALS-LONG-TERM LEASES. 
Minimum fixed rentals exclusive 

of taxes, insurance and other 
expenses payable directly by the 
Company under long-term leases 
(over three years) in effect as of 
January 31, 1972, amount to $681 
million, of which $195 million 
expire by 1977, and $157 million 
by 1982. The largest aggregate 
amount of rentals for any future 
fiscal year is $40 million. 

The present value of all future 
rental payments on the above 
leases, calculated as of January 
31, 1972, is $382 million. 


9. CREDIT OPERATIONS. 

Actions are pending against the 
Company in 15 states alleging that 
its finance charges or method of 
computing finance charges violates 
the laws of those states. The 
ultimate consequences of these 
actions or those pending against 


The average cost of funds 
borrowed was 5.4 per cent in 1971 
and 7.0 per cent in 1970. The 
Company computed the foregoing 


other retailers, if adversely decided, 
are not presently determinable, but 
in the opinion of the Company’s 
management, are not expected to 
have a material adverse effect on 
the financial position or net income 
of the Company. 


pro forma interest on average 
installment receivables less 
applicable net deferred income 
taxes. 


10. INCOME TAXES. 

Federal and state income tax expense consists of: 

Year Ended January 31 
1972 1971 

Current portion (before investment tax credit) . $353,494,726 $325,209,942 

Investment tax credit (flow-through method). (4,061,936) (852,137) 

Deferred portion—Current tax credits. 42,207,192 30,096,067 

Long-term tax benefits. 7,460,018 9,007,128 

$399,100,000 $363,461,000 


11. COSTS AND EXPENSES. 

The Company’s costs and expenses are classified as follows in its annual re¬ 
port to the Securities and Exchange Commission: 

Year Ended January 31 
1972 1971 

Cost of sales, buying and occupancy expenses. $6,171,482,222 $5,709,324,185 

Selling, administrative and general expenses. 2,763,794,384 2,550,596,063 

Provision for uncollectible accounts. 38,124,332 34,554,487 

Interest expense. 139,222,306 160,122,828 

Contribution to Employes Profit Sharing Fund. 101,151,563 87,010,844 

Total costs and expenses. $9,213,774,807 $8,541,608,407 


Finance charge income and credit costs are as follows: 

Year Ended January 31 


(millions) 1972 1971 

Finance charge income - . 

Easy payment accounts. $290 $286 

Revolving charge accounts,... 229 206 

519 492 

Credit sales expense, including expenses in stores. 254 241 

Provision for uncollectible accounts. 38 35 

Pro forma interest. 152 187 

Income taxes. 38 15 

482 478 

Income over expenses.. $ 37 $ 14 
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TEN YEAR SUMMARY* 


RESULTS FOR THE YEAR ( millions ) 

1971 

1970 

1969 

Net Sales. 

$10,006 

$ 9,251 

$ 8,844 

Operating income. 

792 

709 

717 

Per cent of net sales. 

7.9 

7.7 

8.1 

Equity in income of unconsolidated 
subsidiaries and affiliates. 

158 

118 

116 

Depreciation. 

106 

104 

107 

Contribution to Employes Profit Sharing Fund 

101 

87 

88 

Federal and state income taxes. 

399 

363 

393 

Income before extraordinary items. 

551 

464 

440 

Extraordinary items (capital gains). 

— 

— 

— 

Net income. 

551 

464 

440 

Return on average shareholders' equity 
(per cent). 

14.2 

13.1 

13.4 


YEAR END POSITION ( millions ) 

Customer installment accounts (gross). 

.. $ 3,949 

$ 3,794 

$ 3,591 

Inventories. 

1,429 

1,308 

1,215 

Property, plant and equipment (net). 

1,495 

1,244 

1,089 

Long-term debt.. 

696 

630 

455 

Retained income. 

3,580 

3,262 

3,006 

Shareholders' equity (book value). 

4,061 

3,676 

3,408 


PER SHARE OF COMMON STOCK ( dollars ) 

Income before extraordinary items. 

$ 3.56 

$ 3.01 

$ 2.86 

Extraordinary items (capital gains). 

— 

— 

— 

Net income. 

3.56 

3.01 

2.86 

Dividends to shareholders. 

1.50 

1.35 

1.35 

Shareholders' equity (book value)—year end. 

26.09 

23.80 

22.10 



MISCELLANEOUS DATA 

Shareholders (P.S. Fund counted as single 
shareholder).. 

251,951 

253,265 

253,510 


Retail stores (excluding foreign stores)— 
Number. 

836 

827 

826 


Store space (gross sq. ft. in millions)_ 

90 

86 

83 


Catalog order plants. 

11 

11 

11 

’‘Restated where applicable 
(see note 1, page 26) 

Other selling facilities and independent 
catalog merchants. 

2,507 

2,346 

2,166 

Capital expenditures (millions). 

$ 362 

$ 268 

$ 214 
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1968 

1967 

1966 

1965 

1964 

1963 

1962 


$ 8,178 
669 

$ 7,296 
537 

$ 6,769 

524 

$ 6,357 

530 

<R R 71 

$ 5,093 
445 

$ 4,578 

395 


516 

|_| 

HI 




□. J 




m 

116 

103 

93 

75 

71 

66 

62 

1971 

105 

106 

93 

78 

66 

50 

43 

1970 

77 

67 

67 

63 

59 

54 

50 

1969 

363 

270 

264 

262 

262 

235 

217 

1968 

422 

370 

353 

343 

325 

276 

240 

1967 



14 

4 

3 


1 

1966 

422 

370 

367 

347 

328 

276 

241 

1965 

1964 

14.0 

13.2 

14.0 

14.3 

14.6 

13.3 

12.5 

1963 

1962 


INCOME AND OlViDENDS 
in millions of dollars 

NET INCOME 

RETAINED INCOME 

CASH DIVIDENDS 



200 


600 


$ 3,347 

$ 3.025 

$ 2.931 

$ 2:707 

$ 2,339 

$ 1,999 

$ 1,756 

1,134 

1,070 

1,021 

931 

830 

746 

643 

984 

958 

880 

752 

640 

534 

453 

483 

403 

427 

439 

451 

475 

475 

2,774 

2,551 

2,365 

2,181 

2,005 

1,830 

1,686 

3,142 

2,904 

2,709 

2,518 

2,333 

2,148 

1,996 


ASSETS, LIABILITIES AND SHAREHOLDERS' 
EQUITY in billions of dollars 


ASSETS 

LIABILITIES 


$ 2.76 

$ 2.42 

$ 2.32 

$ 2.25 $ 

2.14 

$ 1.82 

$ 1.58 

— 


.09 

.03 

.02 


.01 

2.76 

2.42 

2.41 

2.28 

2.16 

1.82 

1.59 

1.30 

1.20 

1.20 

1 . 12 V 2 

1.00 

■ 871/2 

. 821/2 

20.47 

18.98 

17.74 

16.51 

15.33 

14.14 

13.18 


252,118 

257,543 

259,620 

243,608 

197,496 

173,242 

167,646 

818 

809 

801 

786 

777 

761 

748 

80 

76 

71 

65 

61 

56 

53 

11 

11 

11 

11 

11 

11 

11 

1,969 

1,762 

1,681 

1,473 

1,237 

1,130 

1,025 

$ 139 

$ 186 

$ 224 

$ 196 

$ 179 

$ 134 

$ 76 
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INTERNATIONAL OPERATIONS 


LATIN AMERICAN SUBSIDIARIES 
Net sales of subsidiaries in Mexico 
and South America increased 9.7 
per cent to $185,020,870. 

Net income after translation 
losses and gains and adjustments 
increased 2.4 per cent to 
$10,401,969. The Company's equity 
in this income was $8,764,059. 

The subsidiaries were operating 54 
retail stores and 12 retail sales 
offices at year end. 

The Mexican subsidiary opened 
its second shopping center in which 
it has an equity investment and a 
complete department store in 
October, 1971, in a suburb of 
Mexico City. 

SPANISH SUBSIDIARY 
Net sales of this subsidiary 
rose 32.6 per cent to $21,264,981 
from $16,038,601 last year. 

The loss was reduced to 
$566,547 from the $2,177,490 
for 1970. 


BELGIAN SUBSIDIARY 
Your Company has acquired 96.8 
per cent of the outstanding shares 
of Galeries Anspach, a 74-year- 
old company operating two complete 
department stores in Brussels and 
six smaller stores in other Belgian 
cities. One of the Brussels stores is 
located in a shopping center owned 
by Galeries Anspach. 

Under Sears ownership 
for the three months ended 
January 31, 1972, net sales 
were $16,574,461 with a net loss 
of $149,616. 

A second shopping center with a 
complete department store is under 
construction in Brussels and 
scheduled for opening in the 
Fall of 1972. 


CANADIAN AFFILIATE 
Results of Simpsons-Sears Limited, 
the Company’s Canadian affiliate, 
improved substantially over 1970. 
Net sales increased 18.4 per cent to 
$765,777,592 (Can.) from the 
$646,887,585 in 1970. Net earnings 
rose to $18,950,991 (Can.) from 
the $12,200,791 (Can.) in 1970. 

The Company’s equity in net 
earnings after translation gain was 
$7,907,246 (U.S.). In addition 
Sears equity increased $585,712 
(U.S.) as a result of the sale of 
capital stock; 103,600 shares were 
issued at market prices in excess 
of book value. 

A second complete department 
store was opened in Quebec City, 
Quebec. Medium size stores were 
opened in Trois Rivieres, Quebec; 
Belleville, Ontario; and Kelowna, 
British Columbia. The Belleville 
store replaced a small hard line 
store. At year end, Simpsons-Sears 
Limited was operating four catalog 
order plants, 41 retail stores and 
490 catalog sales offices. 


INTERNATIONAL SUBSIDIARIES (% of ownership) 

Net Income Sears 



Net Sales 

(after trans. 

losses & adj.) 

Equity in Net income 

Year Ended January 31 

1972 

1971 

1972 

1971 

1972 

1971 

Latin American 







Brazilian (100). 

$ 50,457,401 

$ 41,620,599 

$2,140,518 

$1,756,493 

$2,140,518 

$1,756,493 

Colombian (100). 

13,521,531 

16,464,046 

(287,285) 

605,850 

(287,285) 

605,850 

Mexican (80). 

63,319,856 

60,583,243 

2,144,937 

2,713,047 

1,716,039 

2,170,552 

Peruvian (80). 

19,694,382 

16,961,717 

1,986,892 

1,638,647 

1,558,015 

1,348,714 

Venezuelan (80). 

38,027,700 

33,063,701 

3,899,955 

2,748,670 

3,119,820 

2,199,051 

Panamanian Finance Co. (100). 

— 

— 

516,952 

692,841 

516,952 

692,841 

Total. 

185,020,870 

168,693,306 

10,401,969 

10,155,548 

8,764,059 

8,773,501 

Belgian (97)*. 

16,574,461 

— 

(149,616) 

— 

(144,843) 

— 

Spanish (100). 

21,264,981 

16,038,601 

(566,547) 

(2,177,490) 

(566,547) 

(2,177,490) 

Sears International Finance Co. (100). 

— 

— 

128,088 

124,981 

128,088 

124,981 

Total International Subsidiaries . 

$222,860,312 

$184,731,907 

$9,813,894 

$8,103,039 

$8,180,757 

$6,720,992 


*Three months ended January 31, 1972. 
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Sears Satellite City Shopping Center store, in 
Mexico City , opened in late 1971. The 
multi-level, climate-controlled mall, the first 
in Mexico, was co-deve/oped by Homart 
Development Co. 


The Woluwe Shopping Center, in Suburban 
Brussels, contains a Gaieties Anspach 
department store. The three-year-old center, 
the first in Belgium, was developed by 
Galeries Anspach. 







HOMART DEVELOPMENT CO. 


This wholly owned unconsolidated 
subsidiary develops and operates 
shopping centers, either as owner 
or as a partner in joint ventures. 

In addition to the shopping centers, 
some of the developments may 
include residential, office building, 
recreational, and other commercial 
facilities. 

Town East Mall in Mesquite,Texas, 
which opened in October, 1971, 
is the ninth owned regional 
shopping center. Homart has five 
regional centers in various stages 
of development with scheduled 
openings in the next three years. 
Other developments are in the 
planning stage. 


Woodfield Mall in Schaumburg, 
Illinois; Eastridge Mall in San Jose, 
California, and Los Cerritos 
Center in Cerritos, California, 
were the first three Homart 
joint venture regional centers 
to open—all during 1971. 

Sales of condominiums have begun 
in River Oaks West, a residential 
and recreational development 
adjacent to River Oaks Shopping 
Center, Calumet City, Illinois. There 
are five additional joint ventures 
with scheduled openings in the 
next three years. Additional 
joint venture developments are in 
the planning stage. 


In July, 1971 Homart borrowed 
$45 million from a group of eight 
banks on a seven year term loan. 
Homart used the proceeds to reduce 
loans advanced by Sears for 
working capital and for the 
development of new centers. 

Net income for Homart, adjusted 
for its proportionate share of the 
net expenses for the joint ventures, 
amounted to $565,362 compared 
with $415,555 in 1970. 


Town East Mall, near Dallas, Texas, is Homart's newest and biggest shopping center. 

This center, with a Sears complete department store , was designed 
for customer convenience and excellent tenant visibility. 







ALLSTATE ENTERPRISES, INC. 


This Company and its subsidiaries 
are engaged in the auto finance, 
motor club, insurance inspection 
and fire protective and safety 
engineering businesses. Also, two 
separate subsidiaries act as 
distributor and as investment 
advisor, dividend disbursing agent 
and transfer agent for Allstate 
Enterprises Stock Fund, Inc., a 
mutual fund. In addition, Allstate 
Enterprises owns Allstate Savings 
and Loan Association. 

Gross revenues (excluding Allstate 
Savings and Loan) amounted to 
$49,015,837 compared 
with $48,064,069 for 1970. About 
51 per cent of the revenues for 1971 
were from auto financing. At year 
end, the value of the loans 
outstanding was $280,062,414 
compared with $273,774,277 the 
previous year. 

Lower interest rates on borrowed 
funds encouraged special emphasis 
on the auto finance operation. The 
number of new auto loans made 
was up 20 per cent for the year. 

The quality of the loan portfolio 
remained excellent during 1971, 
as evidenced by the minimal 
repossession losses of .06 per cent 
of loans liquidated. 

Gross fees earned under contracts 
with the mutual fund totaled 
$2,262,824, up from the prior year 
fees of $1,093,893. Net assets of 
the mutual fund increased 
$43,968,412 to $188,408,423 
at December 31, 1971. 

Net income for Allstate 
Enterprises was $4,795,186 
compared with $288,219 for the 
prior year. Interest rates on 
borrowed funds used in the auto 
financing operation averaged 5.0 
per cent, down from 7.8 
per cent for 1970, and this 
reduction in interest costs was 


a major contributor to the 
improvement in profit. 

Sears acquired the assets of 
National First Corporation early 
in 1972. These assets will become a 
part of Allstate Enterprises, and will 
be managed by Enterprises. 

National First presently conducts 
its mortgage origination and 
servicing function in the states of 
California, Arizona, Ohio, Indiana 
and Florida. 


ALLSTATE SAVINGS AND LOAN 
ASSOCIATION 
Allstate Savings and Loan 
Association produced gross 
revenues of $20,476,570 compared 
with $19,793,449 in 1970. The 
amount of savings accounts was 
$224,892,033 at December 31,1971, 
an increase of $17,758,181 
from $207,133,852 at the previous 
year end. The advances from the 
Federal Home Loan Bank were 
$33,576,800 as of the close of the 
year, down $17,013,200 from 
the prior year end total of 
$50,590,000. The amount of the 
real estate loan portfolio was 
$260,373,171 at December 31, 

1971, compared with $256,960,483 
at the previous year end. 

Net income before appropriation 
to general reserves amounted to 
$1,706,631 versus $1,191,963 for 
1970. An improved yield on the 
real estate loan portfolio of the 
savings and loan association 
contributed to the increase in net 
income for the year. 



Convenient money-saving auto 
financing is made available in most 
states through the Allstate agents. 
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ALLSTATE INSURANCE 



Judson B. Branch, Chief Executive 
Officer of Allstate insurance 
Companies since 1957, and of 
Allstate Enterprises, Inc., since its 
organization in 1960, and Chairman 
of the Board of both firms since 
1966, retired from these duties in 
April, 1972, after reaching the 
retirement age of 65. Mr. Branch 
continues as a director of Allstate 
Insurance and Allstate Enterprises 
and will serve as Chairman of the 
Allstate Executive Committee. 

Personal drive and keen business 
acumen marked Mr. Branch’s 
38-year career of service to Allstate. 
His early years in the Company 
provided an excellent background 
for 15 years as Chief Executive 
Officer of a growing and successful 
business complex. 

In 1934 Mr. Branch became one 
of Allstate’s first agents, helping 
to pioneer the Company's 
revolutionary merchandising idea of 
selling insurance over the counter 
in Sears stores. Later he was 
promoted to Treasurer, with 
responsibility for the Company’s 
investment department. 

Allstate’s company-wide 
decentralization program, started 
in 1947, was placed under 
Mr. Branch's direction and resulted 
in the establishment of four zones, 
26 regional offices, and almost 
2,000 sales-service locations. 

As Senior Vice President, from 
1953 to 1957, he was responsible 
for field administration of the 
rapidly growing organization. 

During Mr. Branch’s 
administration, Allstate has 
experienced dynamic growth in 
both sales and net income. Over 
the past fifteen years, sales for 
the property and liability operations 
have grown from $313 million to 
$2 billion, and net income and 
realized gains from $10 million 
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to $113 miliion. Mr. Branch piloted 
the Aifstate Insurance Group 
through successful diversification 
from auto and fire insurance into 
life, homeowners, health, 
commercial and other new 
insurance lines. 

The Allstate Life operation was 
founded in 1957 and now has an 
insurance-in-force total of more 
than $11 billion. This mark has 
been achieved by Allstate faster 
than by any other life company. 

He launched the Allstate 
Enterprises organization in 1960 
and directed its subsequent entry 
into financial service and other 
insurance-related fields. This 
included the introduction of the 
Allstate Enterprises Mutual Fund 
in 1970. 

Mr. Branch has provided 
outstanding leadership for the 
Allstate Companies and their 
employes in responsible corporate 
citizenship. Under his direction 
the company has led the way in 
public service advertising in the 
areas of driver education and 
automobile safety. Specific 
campaigns have been aimed at 
driver training, utilization of 
seat belts, legislation against 
drunken driving, and installation 
of improved bumpers and 
air bag systems. 

Archie R. Boe, newly-elected 
Chairman of the Board and 
Chief Executive Officer of Allstate 
Insurance and Allstate Enterprises, 
is a 31-year veteran of Allstate. 

Mr. Boe has been responsible at 
various times for most aspects of 
the Companies' operation. This 
included Field Administration, 
Corporate Planning, Diversification, 
Pricing, and administrative direction 
of the Marketing, Underwriting and 
Claim functions. He also served 
as Controller of the Companies. 



ARCHiE R. BOE 


He was named President in 1966 
and became Vice Chairman of the 
Board in 1968. 

W, Boyd Christensen was 
elected Vice Chairman of the Board 
to succeed Mr. Boe. Before 
assuming his present position, 

Mr. Christensen served as 
President since 1968. Previously 
he was Executive Vice President in 
charge of field operations. 

Robert B. Sheppard was elected 
President to succeed Mr. 
Christensen. As President, he is 
chief administrative officer of the 
Companies’ marketingand field 
operations. Before becoming 
President, Mr. Sheppard served as 
Executive Vice President beginning 
in March, 1971. Previously he 
served as Eastern Zone Vice 
President as well as Marketing 
Vice President of the Companies. 


PREMIUMS WRITTEN 

Proper!/, liability and Life - Sil lions of Dollars 
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ALLSTATE INSURANCE COMPANY AND 
CONSOLIDATED SUBSIDIARIES 


PROPERTY AND LIABILITY 
INSURANCE 

Allstate continued a rapid rate of 
growth during 1971 and exceeded 
the $2 billion mark in sales for the 
first time. Premiums written for all 
property and liability insurance 
lines increased to $2,049,773,560, 
up 19.2 per cent over 1970. This 
increase of $330,390,488 was 
the greatest amount of annual 
increase in the Companies' history, 
and the largest percentage of growth 
in premiums in recent years. 

Auto insurance premiums written 
amounted to $1,535,386,034, an 
increase of $197,702,636 or 14.8 
per cent over 1970. Premiums 
written for the other property and 
liability lines, principally 
homeowners, residential fire, health 
and commercial rose to 
$514,387,526, up $132,687,852 or 
34.8 per cent over the prior year. 

The combined property and 
liability insurance operations 
produced an underwriting income of 
$36,236,194, before income taxes, 
or 1.9 per cent of premiums earned. 
This is a significant change from 
the $5,603,345 underwriting loss in 
1970 and $15,926,408 deficit in 
1969. The ratio of total claim costs 
to premiums earned decreased and 
was the major factor contributing 
to the improvement in underwriting 
income margin. 

The average cost of the various 
classes of claims showed sharp 
increases in 1971. This is a 
continuation of the trend of higher 
costs for a number of years. 
Increased premium earned per 
policy and reduced auto accident 
frequency more than offset the 
higher claim costs. 

Allstate's net investment income 
from interest, dividends and real 
estate was $96,335,199 before 


taxes, up $12,636,679 over 1970. 
This increase arose from a greater 
amount of funds invested and 
higher yields. Capital gains from the 
sales of investments were 
$6,182,049 before Federal taxes, 
compared with $17,762,644 
the previous year. The net 
unrealized appreciation on Allstate's 
common and preferred stock 
portfolio valued as of year end 
was $152,095,694, compared with 
$50,818,959 at December 31, 1970. 

Total net income and realized 
gains after income taxes, including 
net income of unconsolidated life 
insurance subsidiaries, was 
$125,244,450, up $29,831,867 
from 1970. Total net income 
was equivalent to 81 cents 
per Sears share, up from 62 cents 
in 1970. 

Total assets at December 31, 

1971, were $3,152,791,036, 
compared with $2,635,192,573 at 
the previous year end, an increase 
of $517,598,463. The increase in 
assets is attributable principally 
to new funds and additional 
premium receivables generated by 
the growth and operations of the 
companies, together with the 
increase in the unrealized capital 
gains on stocks. Investments in 
bonds, stocks and real estate 
accounted for 84.0 per cent of 
total assets at year end. 

LIFE INSURANCE 
The Allstate Life Insurance 
operations added $1,320,000,000 
of insurance in force during 1971, 
raising the total in force to 
$11,121,000,000 at year end. 

This compares with $9,801,000,000 
at December 31, 1970. Personal 
life insurance in force increased 
17.4 per cent over the prior year end 
to a total of $6,326,000,000. Group 
life insurance in force increased 


8.7 per cent to $4,795,000,000 at 
December 31, 1971. 

Life insurance premiums written 
in 1971 amounted to $98,474,876, 
up 17.7 per cent for the year. 

Of the 1971 premium, 74 per cent 
was from individual life policies and 
26 per cent from group insurance. 
Net income from life insurance 
operations, after Federal income 
taxes, was $12,191,008. This was 
an increase of $2,226,244 or 22.3 
per cent over the prior year. 

Assets of the Life Companies 
increased $58,735,072 during 1971 
to $286,095,077 at year end. 

THE YEAR AHEAD 
The inflationary pressure on 
property and liability claim costs is 
expected to continue in 1972, but 
perhaps to a slightly lesser degree 
than that experienced in 1971, 

The Company plans for improved 
efficiencies and a lower ratio of 
expenses to premiums earned. 

This would help to offset the rise 
in claim costs. 

Marketing emphasis will be 
directed toward all coverages of 
insurance protection for the 
individual and for the businessman, 
and is expected to result in 
increased sales in 1972. 
Opportunities for continued 
development are present in both 
the commercial and personal lines. 

Interest and dividends from 
investments are expected to 
increase as Allstate's portfolio of 
investments grows in size. 

The total net income for 1972 from 
property and liability operations is 
expected again to show 
improvement over the prior year. 


36 




STATEMENT OF INCOME 


YEAR ENOEO DECEMBER 31 


1971 

Net Premiums Written. $2,049,773,560 

Premiums Earned (after dividends on participating policies). $1,897,567,953 

Underwriting Charges 

Claims and claims expense. 1,428,238,449 

Sales, policy issuance and service, administration and other expenses. 374,460,864 

Premium and other taxes and fees (excluding Federal income taxes). 58,632,446 

Total Underwriting Charges. 1,861,331,759 

Underwriting Income (Loss). 36,236,194 

Interest, Dividends and Real Estate Income, less investment expenses. 96,335,199 

Income before Federal Income Taxes... 132,571,393 

Federal Income Taxes. 24,015,000 

Net Income. 108,556,393 

Realized Capital Gains on Investments. 6,182,049 

Federal Income Taxes on Realized Gains. 1,685,000 

Net Realized Gains. 4,497,049 

Net Income and Realized Gains of Allstate Insurance Company and 
Consolidated Subsidiaries. 113,053,442 

Equity in Net Income of Unconsolidated Life insurance Subsidiaries 

Underwriting and Investment Income. 11,926,013 

Realized Capital Gains. 264,995 

12,191,008 

Total Net Income and Realized Gains.. $ 125,244,450 

STATEMENT OF CAPITAL 

Balance Beginning of Year. $ 687,397,533 

Total Net Income and Realized Gains. 125,244,450 

Change in Unrealized Capital Gains on Stocks. 101,276,735 

Net Increase in Assets Not Admitted. (4,943,984) 

Balance End of Year.. $ 908,974,734 


See accompanying notes to financial statements. 


1970 

$1,719,383,072 

$1,593,088,234 

1,240,376,000 

307,682,282 

50,633,297 

1,598,691,579 

(5,603,345) 

83,698,520 

78,095,175 

5,327,000 

72,768,175 

17.762.644 
5,083,000 

12.679.644 


85,447,819 


9,528,182 
436,582 
9,964,764 
$ 95,412,583 


$ 706,178,866 
95,412,583 
(112,575,946) 
(1,617,970) 
$ 687,397,533 
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ALLSTATE INSURANCE COMPANY AND 
CONSOLIDATED SUBSIDIARIES 


STATEMENT OF FINANCIAL POSITION 


ADMITTED ASSETS 
Investments 

U. S. Government securities.. 

State and municipal bonds. 

Other bonds. 

Preferred stocks. 

Common stocks. 

Stocks of unconsolidated life insurance and foreign subsidiaries 
Real estate. 

Total Investments. 

Cash and Certificates of Deposit.. 

Premium Installments Receivable.... 

Accrued Investment Income. 

Other Assets. 

Total Admitted Assets. 


LIABILITIES 

Reserve for Claims and Claims Expense. 

Unearned Premiums. 

Claim Drafts Outstanding. 

Federal Income Taxes. 

Other Taxes. 

Other Liabilities. 

Total Liabilities. 

CAPITAL 

Capital Stock (including additional capital paid in).. 

Unrealized Capital Gains on Stocks. 

Retained Income (after deducting assets not admitted for statutory 
purposes of $44,498,278 and $39,554,294 respectively). 

Total Capital. 


YEAR ENDED DECEMBER 31 
1971 1970 


$ 33,453,668 

1,293,483,567 
95,270,035 
100,725,557 
981,930,914 
58,105,384 
85,235,839 

’ 2,648,204,964 

66,171,882 

377,715,823 

26,441,347 

34,257,020 

$3,152,791,036 


$1,101,977,677 

989,936,780 

49,176,786 

20,881,232 

29,208,460 

52,635,367 

$2,243,816,302 


$ 54,600,245 

152,095,694 

702,278,795 
$ 908,974,734 


$ 34,496,080 

1,131,340,297 
107,430,370 
92,298,349 
708,267,232 
46,015,735 
80,710,524 

2,200,558,587 

43,984,588 

332,182,919 

20,908,253 

37,558,226 

$2,635,192,573 


$ 933,115,088 
846,048,248 
46,794,970 
12,615,712 
27,487,920 
81,733,102 

$1,947,795,040 


$ 54,600,245 

50,818,959 

581,978,329 
$ 687,397,533 


NOTES TO FINANCIAL STATEMENTS 

Investments: Bonds are stated at amortized cost, preferred and common stocks are stated at market value, and stocks of unconsolidated 
subsidiaries are stated at underlying net asset values, all as prescribed by the National Association of Insurance Commissioners, 

Accounting practices: The financial statements have been prepared in accordance with accounting practices prescribed by the 
Department of Insurance of the State of Illinois which differ from generally accepted accounting principles in the treatment of certain 
underwriting charges, the valuation of certain assets, and the recognition of certain deferred Federal income taxes. These differences 
in the aggregate are not material in relation to the consolidated statements taken as a whole. 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 


YEAR ENDED DECEMBER 31 


SOURCE OF FUNDS 

Net income and realized gains. 

Increase in reserve for claims and claims expense. 

Increase in unearned premiums. 

Increase (decrease) in unrealized capital gains on stocks 


1971 

$125,244,450 

168,862,589 

143,888,532 

101,276,735 

$539,272,306 


1970 

$ 95,412,583 
142,291,228 
119,273,968 
(112,575,946) 
$244,401,833 


USE OF FUNDS 

Increase in premium installments receivable. 

Increase in assets not admitted. 

Increase in accrued investment income and other assets 
Decrease (increase) in all other liabilities. 


INCREASE IN CASH AND INVESTMENTS 


$ 45,532,904 
4,943,984 
2,231,888 
16,729,859 
$ 69,438,635 

$469,833,671 


$ 50,031,679 
1,617,970 
6,139,053 
(41,263,556) 
$ 16,525,146 

$227,876,687 


REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 
To the Board of Directors of Sears, Roebuck and Co. 

We have examined the accompanying Statement of Financial Position of Allstate Insurance Company and consolidated subsidiaries as 
of December 31, 1971 and 1970, and the related Statements of Income, Capital and Changes in Financial Position for the years then 
ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the financial statements referred to above present fairly the financial position of Allstate Insurance Company and 
consolidated subsidiaries at December 31, 1971 and 1970, and results of their operations and changes in financial position for the 
years then ended, in conformity with generally accepted accounting principles applied on a consistent basis. 


Chicago, Illinois, March 8, 1972 
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Sky reflects off the mirrored- 
glass exterior of Sears 
Far West headquarters in 
Alhambra, Calif. The 
12-story complex, with a 
new retail store adjacent, 
was opened in 1971. 
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Comments or questions 
regarding this annual report 
may be referred to: 

SEARS, ROEBUCK AND CO. 
SHAREHOLDERS RELATIONS 
DEPT. 768X 

925 SOUTH HOMAN AVENUE 
CHICAGO, ILLINOIS 60607 
PHONE: 312 - 265-2768 






